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minerals, that the periods of prosperity and depres-
sion of these do not necessarily synchronise, and that
any datum line common to all provinces would con-
sequently give disproportionate results as between the
industrial provinces themselves.

15.  The Taxation Enquiry Committee examined the
possible methods of dividing income tax, and they
reached  the  conclusion  that  the  most satisfactory
means of determining the share of the different pro-
vinces was to make over the proceeds of a basic rate
'on personal incomes graduated proportionately to the
general rate, to which should be added a small pro-
portion of the receipts from the corporation profits
tax (if any).

16.  In regard to the question of the theoretically
correct distribution of taxes between central and pro-
vincial, the Committee recommended, apart from a
transfer to the provinces of a share of the income tax,
the transfer of non-judicial stamps and the excise
duty on country-made foreign liquors, and possibly
the revenue now derived from excise opium, to the
Central Government.   The Chamber's experience goes
to confirm the wisdom of these recommendations.   In
1926 the Chamber had occasion to refer to the present
unsatisfactory system of taxing liquor which resulted
in unhealthy competition between Central and Pro-
vincial Governments.    They said then that the ideal
solution of the difficulty would doubtless be to credit
all duty on foreign liquor, whether country-made or
imported, to the Central head, but that excise, being
a transferred subject, they presumed it was outside
the range of practical politics until the Reforms came
up for revision when equilibrium could be established
by the transfer to the Provinces of a compensating
source of revenue.    Another argument in favour of
removing excise on liquors from the Provincial sphere
is to be found in the fact that the Bombay Govern-
ment have accepted total prohibition as the ultimate
goal of their excise policy.    The net loss, including
the cost of extra preventive staff, which the achieve-
ment of this goal would involve has been estimated
by an authoritative body at Rs. 6 crores, or nearly
half Bombay's present annual revenue.   Prohibition
would seem" to be impossible of realisation for some
time and Government have recently issued a notifica-
tion recognising that the path is beset with difficul-
ties which for the present are insuperable and re-
signing themselves to a policy of cautious rationing.
Apart  from   the  financial   aspect  prohibition   could
hardly be made effective in one province alone if the
others refused to come into line,  and the present
would therefore seem a favourable opportunity for
transferring excise to the Central Government, who
would be in a better position to direct the general
lines  of  advance,  as demanded by  public opinion,
towards a reduction of the liquor and drug traffic.

17. The Taxation Committee emphasised the desir-
ability of re-transferring stamp duties to the Central
Government; an instance of the inconvenience of the
present system recently came to notice. The imposi-
tion of a tax on patent medicines was one of the re-
commendations of the Taxation Committee and,
inspired doubtless by a laudable desire to assist
stricken provincial revenues, the Government of India
ruled that this should be levied as a provincial tax.
The Government of Bombay appointed a Committee to
examine the practicability of levying the tax and the
ways and means of collecting it. The Committee's
.deliberations have -not proceeded very far, but it is
understood that they have served mainly to empha-
sise the difficulties in the way of imposing such taxa-
tion provincially since it is obvious that the tax will
be largely evaded by smuggling unless it is an all-
Tndia one; and it is not improbable that what has
proved in other countries a lucrative source of revenue
will have to be abandoned because stamps are at pre-
sent credited to the Provincial instead of the Central
head.

18. The Financial Eolations Committee expressed a
doubt whether it would be possible permanently to
exclude local Governments from some form of direct
taxation upon the industrial and commercial earnings
of their people. But they were obsessed by the bogeys
of divided heads and doles which had wrought evil in
the past and they were bent on a clean cut. The

system they devised has broken down in practice. The
Reforms Enquiry Committee reported that practically
every Provincial Government had entered a protest
against the Meston Settlement and had expressed the
opinion that it should be revised as soon as a favour-
able opportunity occurred,
19.  If the Provinces were given a reasonable share
of income-tax, as a right not as a dole, they would be
in a position to forgo the unsuitable sources of excise
and stamps, their revenues would acquire the necessary
resilience to enable them to devote themselves to the
great nation-building schemes of which there is such
urgent need arid they would not be forced to resort to
expedients for raising revenue such as the entertain-
ments tax which belongs more properly to the Muni-
cipal sphere.    At the same time the Municipalities,
relieved of the encroachments of the Provincial Gov-
ernment,  would not be driven to such noxious and
uneconomic devices as non-ref undable terminal tax.
20.  As already stated, it was not within the Taxa-
tion Committee's functions to suggest a detailed revi-
sion of the settlement between the Government of
India and the Provinces and they left the application
of the principles suggested by them to some other body.
Those  principles  appear to  be conceived on  sound
lines; the success of the labours of the Statutory Com-
mission will depend very largely on their ability to
evolve therefrom a practical scheme of financial rela-
tions  between the Central  and  Provincial Govern-
ments.
21.  In conclusion, the Committee desire to emphasise
most strongly that while the Meston Settlement gave
Land Revenue to the Provinces, it took Income-tax
from the Provinces,  and yet treated the resulting
surplus revenue in the agricultural provinces as if it
were the  provinces'  own revenue.    It is contended
that Income lax is the industrial counterpart of Land
Revenue.   In asking for a share in Income-tax receipts
Bombay does not ask so much for immediate financial
advantage as to be assured of a source of revenue which
can be trusted to expand steadily in proportion to the
constantly increasing cost of the administration.
22.  The Committee would have liked to have sum-
marised for each province the taxation imposed within
each province and to have shown the proportion of
the total taxation which goes to the Central Govern-
ment and the proportion retained for Provincial pur-
poses.   The Committee would have liked to have done
this because it is felt that the proportions as between
different provinces would prove to be most uneven.
But it is realised that this is a complicated matter and
one which will be better undertaken by a tribunal
unconnected with any particular province.
23.  Income-tax may be taken as illustrative of the
complication.    The collections in a province do not
represent only the tax on the income of the province
in which it is collected but on income earned in other
parts of India.   Certain taxes may be considered on
the border line, that is, it may be doubtful whether
they should be classed as provincial taxation or not.
24.  Now that the revenues of the Central Govern-
ment are sufficient to meet the expenditure of the
Central Government without requiring any contribu-
tions from the Provinces, the Committee consider it
may be possible for financial experts so to adjust the
Central Revenues as to enable industrial provinces to
get a reasonable share of their Income-tax Revenue. If,
however, the Central Revenues so adjusted prove in-
sufficient the Committee are of opinion that the ques-
tion of extending Probate Duties should be taken in
hand as recommended by the Taxation Enquiry Com-
mittee (paras. 352 et seq.).    The Chamber has re-
peatedly urged the desirability of introducing into
India duties on inheritance and expressed approval of
the recommendations of the Taxation Enquiry Com-
mittee in this behalf, with the proviso that the scale
suggested might with advantage be steepened.   The
Committee considers that death duties should be cen-
trally administered and should be a Central source of
revenue.   .This is in accord with their recommenda-
tions in paras. 16 and 17 supra that General Stamps
should be centralised.    It is submitted that in the
adoption of these suggestions lies a practical solution
of the problem of compensating Central revenues for
reduced receipts from Income-tax.
At